
FEDERAL ELECTION COMMISSION 
WASHINGTON, D C 20463 

VIA FEDERAL EXPRESS i 

E. Mark Braden 
Baker & Hostetfer LLP 
1050 Connecticut Avenue, N.W 
Suite 1100 
Washington, DC 20036 

AUG - 2 2007 

I Re. MUR 5888 
John Raese 
Raese for Senate Committee and James Troy, in his 

I official capacity as Treasurer 

Dear Mr Braden 

On December f8,2006, the Federal Election Commission (the “Cornmission”) found that 
there was reason to believe that your clients, John Raese and Raese for Senatc Committee and 
James Troy, JII his official capacity as Treasurer, violated various provisions of the Federal 
Election Campaign Act, as amended, (the “Act”) I 

I 
I l l  

I 

~~~~~~ ____ ~~~ ~~ ~ -1 the 
Office of the General Counsel is prepared to recommend that the Commission find probable 
cause to believe that John Raese and Raese for Senate Committee and James Troy, in his official 
capacity as Treasuicr, violated 21U.S C. $§ 434(a)(6)(B)(iil) and (IV) and 1 1 C.F.R. 88 400.21(a) 
and 400 22(a). 

The Commiss~on may or may not approve the General Counsel’s recommendation. 
Submitted for your review are tv?o briefs stating the position of the General Counsel on the legal 
and facluill issues of the case. Within 15 days of your receipt of this notice, you may file with the 
Secretary of the Commission a brief (ten copies if possible) staring your position on che issues 
and replying to the briefs of the General Counsel (Three copies of such brief should also be 
forwarded 10 the Office of the General Couiisel, If possible.) The General Cotinsel’s bnefs and 
any brief that you may submit wi,ll be considered by the Commiss~on before proceeding to il vote 
of whether there is pi-obable cause to believe a v~olaf~on has occurred 
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You may also request an oral hearing before the Commission. See C~mmission’s “Policy 
Statement Establishing a Pilot Program for Probable Cause Hearings,” 72 Fed. Reg. 755 1 (Feb 
16,2007). Heanngs are voluntary, and no adverse inference will be drawn by the Commission 
based on a respondent’s decision not to request such a hearing. Any request for a hearing must 
be submitted along with your reply bnef and’must state with specificity why the hearing IS being 
requested and what issues thc rcspondent expects to address. The Commission will notify you 
within 30 days of your request for a hearing as to whether or not the request has been granted. 

A findirig of probable cause to believe requires that the Office of the General Counsel 
attempt for a penod of not less than 30, but not more b i  99 days, to settle this matter through a 
conciliation agreement. 

Should you have any questions, please contact Adam Schwartz, the attoiney assigned to 
this matter, at (202) 694-1341 

Enclosufes 
General Counsel’s Bnefs 

Sinperely, 

&4f& homascnia P. Dunc n 

General Counsel 

I 
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MUR 5888 

GENERAL COUNSEL’S BRIEF - 
I. INTRODUCTION 

On March 6,2007, the Federal Election Commission (the “Commission”) found reason to 

believe that Raese for Senate Committee I and James Troy, in his official ciipacity as treasurer, 
v 
h 
Nl 

0 1s 

1G 

I 

violated provisions of the “Millionaire’s Amendment” of the Bipartisan Campaign Finance 

Reform Act of 2002. Specrfrcnlly, the Commission found reason to beljeve that Raese for Senate 
I ,  

Committee and James Troy, in his official capacity as treasurer, vtohted. 2 U.S.C. 17 

5 434(a)(6)(B)(111) by failing to timely file an initial notification of personal expenditures greater 

than the applicable threshold amount, and 2 U S C 5 434(a)(G)(B)(iv) by failing to timely file 

noti ficalion of an iidditional exptnditure of personal funds. 

I 

I 

18 

19 

20 

Based on the following factual and legal analysis, the General Counsel is prepared to 21 

1-ecommend chat the Commission find probable cause to believe that Raese for Senate Committee 22 
I 

and James Troy, in his official capacity as treasurer violated 2 U S C $8 434(a)(6)(B)(iii) and 23 

434(a)(6)(B)(iv) by farling to timely file two notifications of expenditures of personal funds 24 

IT. SUMMARY OX~FACTS 25 

On February 10,2006, John Raese filed FEC Form 2, his Statement of Candidacy, for the 

West Virginia 2006 Senate race. Mr. Raese’s Form 2 stated “0” as the amount of personal funds 
I 

26 

27 

I 
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he intended to expend in excess of the West Virginia threshold ($207,360) for the Pnmary and 

2 General Elections.' 

3 

4 

Mr. Raese started spendrng personal funds on his campaign on January 31,2006 with a 
I 

$35,000 loan. Between January 31 and May 3,2006, Mr. Raese made loans 10 the Raese for 

Senate Committee ("Committe;e") totaling $525,000. All loans from the candidate were 

designated for the primary election. The following chart outlines all disclosed loans made by Mr. 

Raese to the Comrmttee. As illustrated, Mr. Raese exceeded the $414,720 personal funds 

threshold when he lent $70,00d to his campaign on April 19,2006. 

, 

I March 24.2006 I $ 90.000 I Loan I $.125.000 I 
I A~ril7.2006 I $30.000 I Loan I $ M , O O O  I 

I Mav 3.2006 ' 1 $80.000 I Loan I $605.000 I 
9 

10 

11 

On May 3,2006, the Comttee filed its initial FEC Form 10 (24-hour Notice of 

Expenditure from Candidate's Personal Funds) disclosing the April 19 $70,000 loan, the April 27 

12 

13 

14 

15 

$100,000 loan, and the May 3 $80,000 loan On July 20,2006, the Commission sent the 
I 

Committee a Request For Additional Lnfomation noting that the candidate and the Committee 

appeared to have filed notice of: the April I9 and April 27 loans from the candidate thirteen days 

and five days late, respechvely2 

' Fbr Senate races, "threshold amount means the sum of $150,000 plus an amount equal to the voting age population 
of the State multiplied by $0.04." 1 1 C.F.R. Q 400.91a). For the 2OOG West Virgtnia Senate race, the alculatton IS 
$lSO,OOO + (1,434.OOO x $0.04) = $207,360, The reporting threshold amount, which triggers the'Millionaire 
Amendment's Fom 10 and notice requirements, i s  twice the threshold amount -- $414,720. 

The Committee does not dispute the these facts, but claims that the failure to file the necessary Form 10s was not 
intentional but rather the result of a tn5asurer who was not experienced or knowledgeable about the reporting 
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1x1. ANALYSIS 

3 

When a candidate to the United States Senate makes aggregate expenditures from 

personal funds greater than the threshold amount, the candidate or his or her authorized 

committee shall file a notification of the expenchture (FEC Form 10) within twenty-four hours of 

exceeding the applicable threshold with the Commission and each candidate in the same 

election? 2 U.S C 5 434(a)(6)(B)(ui) and 11 C.F.R 8 400.21(a) Thereafter, the canddate and 

committee must file an sddition'al Form 10 each tlme the candidate expends more than $10,000 

in personal funds. 2 U.S C. 5 434(a)(G)(B)(iv) and 11 C-F R 
I 

400.22(a). 
! 

Mr Raese exceeded the'$414,720 reporting threshold on Apnl 19,2006. The Committee 

did not file the required Form 10 until May 3,2006, thiiteen days [ate In addition, the 

Committee failed to file an additional FEC Form 10 for the $100,000 loan made by Mr. Raese to 
I 

the Committee OR April 27,2006 within 24 hours. This Form 10 was not filed until May 3, 

2006, five days late. Accordmgly, the General Counsel IS prepared to recommend the 

Commission find probable cause to believe that Raese for Senate Committee and James Troy, tn 

his official capacity as treasurer,' violated 2 U.S C $9 434(a)(6)(B)(iii) and 434(a)(6)(B)(w) 
I 

I 

~~ 

requirernetits of the Millionaire's Amepdrnent atid who relied upon 'kxpetr advisors" who did not ensure that the 
respondcnts complied wilh the law , 

An expenditure from personal funds includes direct contributions, an expenditure made by a candidate using 
pcrsotial funds, loans made by a canrlrdate using personal funds, or a loan secured using such funds io the 
candidate's authorized committee 2 U S C 4 441a-l(b)(L)(A). Although Mr. Raese established a line of credit on 
March, 14, 2006, this does not, in and of itself, constitute a contribution. l'he Commission's regulations define when 
an "expenditure from personal funds" IS made, and 11 IS either the date the funds are deposited into the account 
designated by the candidate's aut horizcd committee as the campaign depository, the date the instrument trmsfcrring 
the funds is signed. or the date the contract obligating the personal funds IS executed, whichever 1s earlier. 1.1 C F R. 
9 400 4(b) 
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I IV. GENERAL COUNSEL'S IRIECOMMENDATION 
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1) Find probable cause to believe that Raese for Senate Comrmttee and James Troy, in 
his official capacity 'as treasurer, violated 2 U.S.C. $5 434(a)(d)(B)(iii) and 
434( a)( 6) (B >( iv) . n ! 

Y 

v 

General Counsel 

I 

I 

I 

Ann Marie Terzaken 
Acting Associate General Counsel 
for Enforcement 
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At t ome y 
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I 
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In the Matter of 

John Reeves Raese 

BEFORE THE FEDERAL ELECTION COMMISSION 
I 

MUR 5888 

GENERAL COUNSEL’S BRIEF 
I 

1. INTRODUCTION 

On March 6,2007, the Federal Election Commission (the “Commission”) found reason to 
I 

believe that John R. Raese violated provisions of the “Millionart-e’s Amendment” of the 

Bipartisan Campaign Finance Reform Act of 2002 Specifically, the Commission found reason 

to believe that Mr Raese violated. 2 U S C. 5 434(a)(6)(B)(iii) by failing to timely file an initial 

notification of personal expenditutes I greater than the applicable threshold amount; and 2 U.S.C. 

8 434(a)(b)(B)(iv) by failing to timely file notification of an additional expenditure of personal 

funds 

Based on the following factual and legal analysis, the General Counsel I S  prepared to 

recommend that the Commission find probable cause to believe that Mr Raese violated 2 U.S.C. 

$8 434(a)(6)(B)(iii) and 434(a)(b)(B)(iv) by failing to timely File two nottfjcations of 

expenditures of persona! funds. ; 

I 

11. SUMNARY OF FACTS 
I 

On February 10,2006, John Raese filed FEC Form 2, his Statement of Candidacy, for the 

West Virginia 2006 Senate race ! Mr Raese’s Form 2 stated “0” as the amount of personal funds 
I 

hc intended to expend in excess of the West Virginia threshold ($207,360) for the Pnmary and 

General Elections.’ 

I 

’ For Senate races, “threshold unwun? means the sum aT $1  50,000 plus an amount equal to the voting age population 
of the State multJplied by $0.04 ” 1 1  C.F.R 5 400 9(a) For the 2006 West Virginia Senate race, the calculation IS 

1 1 7  
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January 31; 2006 
March 24.2006 

2 

$35;000 Loan $35,000 
$ 90.000 Loan $125.000 

I 

1 Mr. Raese started spending personal funds on his campaign on January 31,2006 with a 

2 $35,000 loan Between January 31 and May 3,2006, Mr. Raese made loans to the Raese for 

3 Senate Comttee (“C~mmittek’~) totaling $525,000. All loans from the candidate were 

4 designated for the parnary election. The following chart outlines all disclosed loans made by Mr. 

5 Raese to the Committee. As illustrated, Mr. Raese exceeded the $414,720 personal funds 

6 threshold when he lent $70,OOO’to his campaign on April 19,2006. 

April7,2006 I $30,000 Loan $155,000 
$200,000 Loan $355,000 

$80,000 I Loan I $605,000 I 
7 
a On May 3,2006, the Committee filed its initial FEC Form 10 (%-hour Nouce of 

9 Expendture from Candidate’s Personal Funds) disclosing the Apnl 19 $70,000 loan, the April 27 

10 $100,000 loan, and the May 3 $80,000 loan. On July 20,2006, the Commission sent the 

L I Committee a Request For Additional Information noting that the candidate and the Cornnuttee 

12 appeared to have filed notice ofthe April 19 and April 27 loans from the candidate thirteen days 

13 and five days late, respectively.? 

14 111. ANALYSIS 

15 

16 

I 

I 

When a canddate to the United States Senate makes aggregate expenditures from 

personal funds greater than the ihreshold amount, the candidate or his or her authorized 

~~ 

$150,000 + (1,434,000 x $0.04) = $207,360 The reporting threshold amount, which triggers the Millionaire 
Amendment’s Form 1.0 and notice requirements, i s  twice the threshold amount -- $414,720. 

Mr. Raese does not dispute the chese facts, but claims that his failure to file the necessary Form 10s was not 
intentional but rather the result of a treasurer who was not experienced or knowledgeable about the reporting 
requirements of the Millionaire’s Amendment and who relied upon “expert advisors” who did not ensure that the 
respondents complied with the law. i 
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comttee shall file a notification OF the expenhture (IFEC Form 10) within twenty-four hours of 

exceeding the applicable threshold with the Commission and each candidate in the same 

3 election 2 US C 5 434(a)(6)(B)(iii) and 11 C.F.R. Q 400.21(a). Thereafter, the candidate and 

4 cornmtm must file an additional Form 10 each time the candtdate expends more than $10,000 

5 in personal funds. 2 U.S.C. 8 434(a)(B>(B>(iv) and 11 C F.R. 0 400 22(a). Candidates must 

6 

7 timely manner 11 C F.R. 9 400.25. 

8 

ensure that their principal camp+gn committees file all reports required by these provisions in a 

Mr. Raese exceeded the $414,720 reporting threshold on April 19,2006, which obligated 

9 

10 

the Comrmttee and the candidate to file an initial FEC Form 10, Notification of Expenditures 

from Personal Funds, within 24 :hours of the threshold expenditure, or by Apnl20,2006. See 2 
I 

1 i U S.C. 5 434(a)(B)(B)(iii) and 11 C F.R 5 400 21(a). The respondent did not file the Form 10 

12 unbl May 3,2006, thirteen days’late. In addtion, Mr. Racse failed to file an additional FEC 
I 

13 Form 10 for the $100,000 loan made by Mr. Raese to the Committee on April 27,2006 within 24 

14 

15 

hours. This Form 10 was not filed untll May 3,2006, five days late. Accordingly, the General 

Counsel is prepared to recommend the Comssion find probable cause to believe that John R. 
I 

16 Raese violated 2. U.S.C. $5 434(a)(ti)(B)(iii) and 434(a)(6)(B)(iv). 
I 

! 

An expenditure from personal funds includes direct conui butions, an expenditure made by a candidate using 
personal funds, loansmade hy a candidate using personal funds, or a loan secured using such funds, to the 
candidate’s authorized committee. 2 U,S.C. 5,441a-l(b)(l)(A) Although Mr. Raese established a line of credir on 
March, 14,2006, this does not. in and of itself, constitute a contribution. The Commission’s regulations define when 
an “expenditwe from personal funds’’ is made, and it is either the date the funds are deposited into the account 
designated by the candidate’s authorized committee as the campaign depository, the Jato the instrument transferring 
the funds is signed, or the date the conbact obligating the personal funds IS executed, whichever IS earlier. 11 C.F.R. 
8 400 4(b). 

.. . . . 
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1 IV. GENERAL COUNSEL’S RECOMMENDATION 
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1) Find probable cause to believe that John R. Raese violated 2 U S.C. 
96 434(a)(6)(B)(iii) and 

I 

n h & v &  21 2007. 
Date (+/ Thomasenia P. Duncan 

General Counsel 
I 

I 

I 

I 
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Ann Marie Terzaken 
Achag Associate General Counsel 
for Enforcement 

Juli@&kConnell 
Act Assistant General counsel 

AdacnMwmz 
Attorney 
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